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1Preface
During my last summer employment with one of the leading furniture
dealers in the Colony, I got a valuable opportunity to observe various
kinds of activities of the furniture trade. I found myself particularly
interested in the sales aspect. The first question aroused in my mind
was what marketing problem was relevant to the marketing of furniture.
To answer this question, information about the nature of furniture,
customers and the general condition for furniture consumption must be
known. This turned out a number of more specific questions. What is the
difference between high and low quality furniture? What is the difference
between local-made furniture and imported furniture? What are the most
salable items? Ift are the buyers of furniture? Where are they? Why do
they buy? What is their purchase behavior? What are the general and
specific determinants affecting the demand for furniture? Most of these
questions remained unsolved after the discussion with people of this field.
The will to answer these questions led me to choose the present topic for
my master thesis.
The result of my work for the past months is expected to be interesting
and helpful to local furniture dealers and manufacturers.
Finally, appreciation is here given to the furniture dealers and
households who have shown admirable co-operation in providing valuable
information such that the completion of this paper is possible.
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1Chapter I
Introduction
Much attention has been given in recent years by economists and
marketing researchers to the problems of interpreting and predicting
consumers' demand for household durable goods. Unlike or contrary to the
situation pertaining to analyses of the demand for non-durable goods,
there is no common theory to which the various studies undertaken to date
may be referred to. A major problem with available data is the impossibility
of holding some factors constant while examining the influence of others.
Homer Jones expresses the situation as follows:
"I believe that the causes and effects of the demand, and changes in
the demand, for consumer durable goods and our understanding of their role
in the economic process is best served by applying to them the analysis which
we apply to other business durable goods.
"An important feature of most capital goods is their longevity, the
fact that they give off services over a period of time.... If the demand
for services of a durable good declines, demand for the good will decline by
a greater percentage or may indeed practically disappear until the stock of
the good is reduced to a point where its production is necessary to meet the
new reduced level of demand for the services of the good. If demand for the
services of a durable good rises, the demand for the good will be very high
until the stock is large enough to give off the volume of flow of services
2which is demanded."
Harberger points out some of the problems involved in considering
the demand for consumer durables:
"The problems associated with estimating 'stock demand' ...as well as
'flow demand' are present throughout the durable area. Many of these
problems arise from the inadequacies or unavailability of stock data."2
In Hong Kong, such information is extremely scarce. In order to gain
information about the local furniture market, personal investigation is
necessary. The investigation is divided into two parts: the supply side
and the demand side. Details of these two surveys are given in Chapter II
and III. Attempt is made in Chapter IV to find the possible relationship
between residential construction activities and the demand for furniture.
In addition to this, Chapter V considers some other factors which probably
affect the demand situation. Chapter VI is devoted to a summary and
conclus ions.
The remaining part of this Chapter is used to describe the background
in Hong Kong. The first thing concerned is the population growth after
Second World War and its derived problem in housing. The second thing is
the general situation about furniture in the Colony.
According to the statistics shown in Table 1, the population of Hong
Kong obviously has been growing at a considerable rate. As a result of the
rapid population expansion after the Second World War and the limited land
1. Homer Jones, Some Aspects of Demand for Consumer Durable Goods",
The Journal of_ Finance, 9, May 1954, P.93-94.
2. Arnold C. Harberger (ed.), The Demand for Durable Goods,
Chicago: University of Chicago Press, 1960, P.4-5.
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Source: Hong Kong Annual Report, 1958- 1967
available for development for residential purposes, housing has been a
serious problem in Hong Kong for years. Especially serious have been the
problems of the settlement of refugees from Mainland China and the large
number of low-income families.
First of all, let us review how the problem of housing low-income
people has been tackled.
With the rapid population expansion after the Second World War, the
existing accommodation, already.overcrowded before 1941 and badly depleted
during the war years, was completely unable to cope with the numbers
involved. The result was that those who could not find conventional housing
took to building shacks illegally wherever they could find space for them,
at first within built-up areas and then on the hillsides. These are called
squatters .1 The squatters were mainly new immigrants from China, but
1. Squatter is defined as any person who occupies any land without lawful
authority or without the consent of the person entitled to the
beneficial occupation of such land.
4considerable numbers were old Hong Kong residents who had lost their homes
during the war or had been bought out by wealthier immigrants.
Early attempts to solve the squatter problems date back to 1948 when
people in the central urban areas, mostly living on war damaged sites, were
allowed to build huts in resettlement areas where the Government provided
such basic services as paths, drains, water supply, latrines, and public
lighting.
Between 1952 and 1954 the main method of resettling was by the
construction of cottages by charitable and other non-profit making
organizations, either for direct purchase by the settlers or for renting to
them.
However, the land shortage and a disastrous fire on Christmas Day 1953,
in which over 50,000 squatters lost their homes, brought about a radical re--
appraisal of policy and the Government decided to build multi-storey
resettlement estates. A Resettlement Department was thus established in 1954.
The functions of this Department, negatively speaking, are to prevent further
squatter encroachments positively speaking, to clear squatters from land
needed for development into resettlement estates, to put their businesses
into estates shops and their small-scale industries into workshops or
separate factory estates, to administer and maintain these estates and
cottages areas and to provide and supervise temporary resite areas for those
made homeless by fire, landslide, the demolition of their old tenement
houses, or other causes.1 The performance of this department since its
formation is shown in Table 2.
1. Annual Departmental Reports, Commissioner for Resettlement,
Hong Kong Government, 1965-66.
Table 2
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Source: Annual Department Reports, Commissioner
for Resettlement, 1965-66.
It is obvious from the Table that the department had made considerable
contribution to the solution of the housing problem. The total population
resettled at 31st of March, 1967 amounted to 861, 300, nearly 23 per cent of
total Hong Kong population.1
Another Government Low-Cost Housing programme, introduced in 1962,
which is designed to provide accommodation for people who earn less than $400
a month and who are living in unsanitary or overcrowded conditions, has made
considerable progress. At the end of 1964 five low-cost housing estates, to
provide accommodation for S4,828 people in 11,7S4 flats, were either fully
completed or nearing completion and work on two additional estates had
already been started. The original programme was to house 20,000 people a
year but this has been considerably increased by the revised policy which
1. Report-of the Housing Board, 1-4-66 to 31-3-67, Page 18.
6laid down a new building programme for low-cost housing as well as
resettlement building. The new policy aims at 170,000 new units of this
type over the next six years with a technical planning target of 290,000
by 1974.1 As at 31st of March 1967, persons accommodated under this
programme reached 84, 500.2
Apart from these two Government programmes, the Hong Kong Housing
Authority, a statutory body created in 1954, provides the largest housing
programme for people in need of low-cost housing. The Authority itself
consists of all members of the Urban Council, and certain other members
appointed by the Governor. The Ordinance constituting the Authority
gives it wide powers in relation to housing. It plans, constructs and
manages its own estates, which are designed for those with family incomes
ranging from $400 to $900 a month. Under this programme the Authority had
housed 128,300 people in 21,200 flats in seven completed estates at the
end of 1964. In a new estate at Pok Fu Lam on the Island and in the second
phase of an existing estate at Kwun Tong on the mainland, 8,700 flats to
house a further 57,800 people are to be built. The former is the largest
project so far undertaken by the Authority. An area of just over twenty-
four acres of estates will house some 50, 200 people in 7,400 flats at a cost
of $8.3,000,000. Four schools, kindergartens, a town centre with 50 shops,
medical and dental clinics, a post office, party rooms and other amenities
are to be included.
1. Hong Kong Annual Report, 1964.
2. Report of the Housing Board, 1-4-66 to 31-3-67, Page 18.
7In 1962, the Authority undertook, at Government's request, to
manage all the properties built under the Government Low-Cost Housing
Programme. Management of these properties is carried out by the
Authority on a non-profit basis, the cost being paid by Government and the
rents credited to Government funds. Rents range from$ 35 a month for a
four-person room to $80 for a 10-person room.' As at December 31, 1967,
persons accommodated in the Authority's estates amounted to 137, 975.2
Besides, a number of voluntary organizations have built housing
for lower and middle income groups during recent years. The largest of
these is the Hong Kong Housing Society, a pioneer in the field of low-cost
housing in the Colony. Funds for the Society's schemes are normally
provided by Government at low interest rates. The Society also operates
a loan scheme under which firms (employers) lend money to the Society
to cover the cost of constructing flats and in return are given a lease of
accommodation for nominated employees. These loans are interest free and
repayable over twenty years. 3 As at 31st March 1967, persons accommodated
amounted to 112,000.4in the Society's estates
So far, it can be seen that almost one third of Hong Kong's population
is provided with permanent accommodation by either Government or related
private schemes.
1. Hong Kong. Annual Report, 1964, pp.130-131.
2. Hong Kong Housing Authority, Quarterly Report, lst Oct., 1967 to
31st Dec., 1967.
3. Ho Kong Annual Report, 1964.
4. Report of the Housing Board, 1-4-66 to 31-3-67, p.18.
8With respect to furniture, the dealers we talked to in our survey
were of the opinion that most purchases of low-priced furniture from
China come from residents of the above mentioned accommodations. In
general, we find this opinion to be correct.
Apart from low-cost housing, the development of construction of
permanent domestic residences in the past years has also shown great
progress. At 31st March, 1957, 61 per cent of domestic accommodation,
excluding low-cost housing development and the extensive resettlement
blocks, relied on old buildings.1 At the same date of 1967, this rate had
fallen to 13 per cent. In other words, 87 per cent of accommodation is now
in new buildings. 2
Besides this comparison, the cost of new building work for
accommodation purpose in I-Iong Kong for the last ten years may serve as a
better indicator of the development. The statistics are shown in Table 3,
together with the number of new domestic building plans approved by the
Building Ordinance Office for three years.
Except for 1961-62 and 1966-67, all these years show encouraging
improvements. The big jump from 1963-64 to 1964-65 certainly indicated the
prosperous stage. The upward trend continued until 1966-67. The fall in
the latter year has been attributed to the banking crisis which occurred in
February, 1965. These figures, however, contain a bias, because they are
1. Buildings built before the war are popularly classified as "old"
buildings, and those built after the war, as "new" buildings.
2. Annual Departmental Reports, Commissioner of Rating and Valuation,
1966-67, p.15.
9Table 3
Cost of New Building Work of
Accommodation in Hong Kong_ from 1958-1967
and the Number of New Domestic Building Plans
Approved by the Building Ordinance office
Number of PlansCost











Sources: Annual Departmental Reports, Commissioner of
Rating and Valuation, 1966-67, Table VII.
Report of Housing Board, 1-4-66 to 31-3-67, p.3.
compiled from returns generally received at varying intervals after
completion of the building work. Some big projects typically take years
to complete. That is, big projects started before the banking crisis and
already funded, were completed. The level of activity is probably better
reflected by the number of new domestic building plans approved by the
Buildings Ordinance Office.' The peak number was 1,738 in the year 1963-64,
decreased to 410 in 1965-66, and further dropped to 234 in 1966-67.1
So much for the supply side.' The following Table 4 reflects to some
extent the demand situation for housing.
The rental decline first noted two years ago and which became more
marked as 1965 progressed continued into 1966. Throughout the year, rents,
particularly of small flats and tenement-type accommodation in congested
1. Report of the Housing Board, 1-4-66 to 31-3-67, p.3.
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Table 4
Rental Index of Hong Kong, 1958-1967
Type of Accommodation











Source: Annual Department Reports, Commissioner of Rating
and Valuation, 1966-67, Table IX.
areas, continued to ease.
In sunmary, both the supply and demand for housing indicate that the
trend of residential construction activities had been upward for a number of
years until 1966. The decline may be partly due to the adverse effect of
the banking crisis which occurred in the early part of 1965, and partly
to the overdevelopment of accommodation in the private sector. The latter
cause may again be the result of the fast development of low-cost housing
schemes by Government and private institutions.
So much for population and housing. We now turn to the consideration
of some general characteristics of the manufacturing and trading of
furniture in Hong Kong.
There were about 420 undertakings manufacturing furniture at the end
of 1967. Most manufacturing concerns in Hong Kong are small-scale, and
operate as individual proprietorships, with an average workforce of 12 to 15.
Most of these concerns, because of the lack of capital to acquire machines,
produce merely by the handicraft of their workers. Arelatively small
11
number of big firms operate machines, but none of them has reached the
stage of full automation. In this setting, the skill of the worker has
a crucial effect on the product. Hence, the training of cabinet makers
is of great importance. Training of workers takes two forms. For the
manufacture of lower class furniture, training may be obtained from
vocational training institutions, such as the Princess Alexandra Community
Centre and Kwun Tong Vocational Centre, etc. For higher-priced furniture,
such as various kinds of articles made of teakwood, rosewood, camphorwood,
etc., the traditional apprenticeship system usually applies. Apprentice-
ship system, in our sense, may be interpreted as 'on the job training'.
The training period lasts typically for three years. During the period,
the student is directed by his teacher in almost.every aspect of his work.
The wages of workers in furniture industry may also be divided into
higher and lower-priced. In the former, $200 a month is a common start for
trainees, $400 for semi-skilled cabinet-maker, and $700 or more for the
skillful in busy seasons. In the latter,$150, $350 and $600 per month
for common, semi-skilled, and skilled workers is the pattern. Workers on
a daily basis receive a little less. Since 1958, wages' of cabinet makers
have almost doubled, possibly due chiefly to the shift of wood workers to
the construction industry.
The furniture industry has been growing at a considerable rate during
the last 10 years. Table 5 shows the number of undertakings engaged in the
manufacture of furniture, and the number of persons employed by them from
1958 to 1967. The growth can also be judged from the increased exports of
furniture. Table 6 shows growth clearly. The foreign market for local
furniture has extended to almost every corner of the world in recent years.
12
Table 5
Industrial Undertakings and Persons
Employed in Furniture Indus try of Hong Kong













Source: Hong Kong Report, 1958 to 1967,
Table 6
Annual Export of Furniture









Source: Industry and Commerce Department,
Trade Statistics: ExTort, Dec., 1963-1967.
Major buyers are the United States of America, England, Canada, West
Germany and the countries of South America.
Our investigation of furniture dealers shows that about 20 per cent
of their total annual sales is attributable to imported furniture in 1967,
and that this percentage has been decreasing slowly in recent years. The
relatively small share of imported. furniture in the local consLmption
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market is also evidenced by the Cost of Living Survey, 1958-63/64.1
Figures of import, re-export and retained import for the last five years
are presented in Table 7 Though the Table does not give much information
Table 7
Import, Re-export, and Retained Import
of Furniture Hon Kong, 1963-1967








Source: Industry and Commerce Department, Trade Statustucs:
Import and Re-export, December, 1963 to 1967.
about the local market for imported furniture, it does suggest that local
consumption of imported furniture has been increasing, assuring the constant
inventory over the year, until 1967-- an abnormal year for most trade in
Hong Kong.
Below, general aspects of higher-priced and lower-priced imported
furniture will be discussed.
Higher-priced furniture is mostly imported from England, France,
Denmark, United States of America, Spain, Italy and Germany. Among them,
1. Cost of Living Survey, 1958-63/64, by the Statistics Branch,
Commerce and Industry Department, Hong Kong, p.108.
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Denmark and U. S. A. are usually viewed by local dealers as leaders in
modern furniture, and France as leader in traditional furniture. General
opinions on furniture from these countries are that, on the one hand, it is
better designed, functions better, has better workmanship and is perhaps
more fashionable than local furniture. On the other hand, it is more
expensive, and has limited choice of style and color. In addition, the
people of I-Iong Kong seem to have a strong preference for "custom-made"
furniture. This behavior is probably a response to the limited space
available in flats, and the customary practices of furniture dealers.
The typically small and unstandardized dwelling space of most residential
buildings in Hong Kong often restricts the purchase of big-size furniture.
Imported furniture, particularly the luxurious type, is usually larger than
local made. Furthermore, local furniture dealers are usually willing to
make furniture for their customers to suit heir particular requirements-
to copy style from magazines and make desired changes. Yet, the price for
such custom-made items would not exceed the market price of imported
furniture of the same class and same type. This, no doubt, discourages
many people from purchasing imported furniture,
Lower-priced furniture has a wide-spread market in Hong Kong. This
class of furniture is imported principally from Mainland China and from
Japan. Import figures for these two countries are presented in Table S.
China is clearly the more important. Unfortunately, no re-export figure of
the furniture from China could be obtained from published materials. Thus,
the comparison can only be made with total imports and total retained
imports. From the column "$ of (C)" (G) in the Table, we see that at
least half of the market for imported furniture has been served by Mainland
15
Table 8
Imports of Furniture From China and Japan
and the Estimated Share of China in I ported Furniture
Market of Hong Kong, from 1963 to 1967
(In Million Dollar)
JapanMainland ChinaTotal
(E)$ (H)(B) Re- (F)Net (G)$Year (D)(C)Net(A)






Source: Commerce and Industry Department, Trade Statistics:
Import and Re-export, December, 1963 to 1967.
Note: (F) Net Import from China (D)-- (B)
We assume that all re-exports represent imports from China.
China since 1964, under the assumption that a constant inventory level
has been maintained over the years. Buyers of this class of furniture are
typically the low-income households.
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Chapter II
The Furniture Dealer Survey
This Chapter deals with the survey we made of local furniture
dealers. Initially, we planned to get in touch with all local furniture
dealers. Soon, however, we found t1-iat it would be quite difficult, if not
impossible, to locate all the furniture dealers in the Colony. We then
decided to restrict our survey to the segment of the market concerned with
higher-priced furniture. This decision was made for three reasons. First,
the number of dealers engaged in this class is relatively small. Second,
we expected that dealers of this class would be more willing to cooperate
on this matter, and be better organized to provide the required information.
Third, contacts had already been made with a number of dealers of con-
siderable size of this class before the mailing of the first letter.
Objective of the Survey
The primary purpose of this survey is to find some facts common to
all these dealers which can be summarized and generalized as representative
practice. However, under the limit of time scheduled for this survey, too




For practical purposes, a judgement sample of 30 dealers was set as
the target, from which summarization could be expected to have some
meaning .1 One hundred and fifty furniture dealers among nine hundred were
selected from the "Yellow"Pages of the Hong Kong Telephone Directory,
1967. The list was drawn up from those who advertise in the Directory.
We made certain to include those whose names are often seen in newspapers.
This list was then evaluated by a number of people who have engaged in
the furniture trade for years. On their advice, these 150 dealers were
classified into three groups, according to reputation and size. Group A ,
the most desirable, consists of 67 dealers; Group B, the next, consists
of 54;and Group C, the.least important, has the remaining 29.
Sixty-seven letters.requesting cooperation were sent to the dealers
in Group A, with the expectation of 30% rate of answer, as advised.
Dealers who made reply, accepting the interview, were visited at the
appointed time. The rest of the addressees, except those not reached,
and those who refused by mail to cooperate, were also called on
individually, since some experienced surveyors told us that those-who did
not reply were not necessarily unwilling to cooperate. This proposition
was true in our case.
Several days before the dealers in Group A were completely visited,
another 41 dealers in Group B were addressed in the second mailing,
expecting the same rate of answer.
1. John E. Freund and Frank J. William,- Modern Business Statistics,
Prentice-Hall, Inc., 1958, Modern Asia Edition, pp.233-237, 270-272.
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When we interviewed the manager or other person in charge, questions
were asked following the questionnaire set forth in full in Appendix II.
The interview sometimes took considerable time to finish because of our
request for annual and monthly sales figures. There were times when the
dealers said they would like to fill in the questionnaire privately by
themselves. In such cases, the completed questionnaire was picked up in
our next call.
The Questionnaire (Appendix II)
The questionnaire is designed principally to obtain nine types of
information, as follows:-
About the Dealer. Question 1 to 4;Part 1.
About the Furniture They Are Selling.Part 2.
Question 5 to 7;
Attitude toward Quality of Furniture.Part 3.
Question 8;
Imported Furniture. Question 9 to 14;Part 4.
Advertising Practice.Question 15 to 17;Part 5.
Hire-Purchase Term. Question 18 to 22;Part 6.
Part 7. Customers. Question 23;
Part 8. Effect of Disturbances of 1967.
Question 24 to 26;
Part 9. Sales Information. Question 27 to 30.
We“pretested"the questionnaire on some experienced furniture
dealers. They felt that none of the questions were especially difficult,
except those with respect to sales. Minor changes and additions were made
19
on their advice.
Result of the Fieldwork
The results of the first and second mailing and the related field-
work are summarized in Table 9. The most interesting fact from the Table
is the comparison between the "rate of reply" and "rate of answer".
"Rate of reply" refers to the proportion of replies received, whether
indicating acceptance or refusal to co-operate. "Rate of answer" is the
percentage of interviewees giving answers to all questions in the total
number of dealers addressed. This comparison proves that the advice,
that dealers make no reply does not necessarily mean that they are un-
willing to co-operate, is quite correct.
Findings
Answers to questions belonging to one part are generalized where
possibel below, with necessary explanation.
Part 1. About the Dealer.
Table 10











Result of the Fieldwork-- Furniture Dealer Survey








































Number of Salesmen Hired
Number





Total salesmen hired: 221 persons
Average per dealer: 6.3 persons
Average per showroom: 4.4 persons
Part 2. About the Furniture They Are selling.
Table 14
Typical Items of Furniture
Average PercentageAverage












Part 3. Attitude toward Quality of Furniture.
Table l5
Grading of Essential Quality Factors of Furniture








In order to find out which is the most important, the second most
important, etc., a weighting method was used. In so doing, frequency
numbers in Columns A, B, C, D, B, and F were multiplied by 6, 5, 4, 3, 2,
1, respectively.1 The result shows that from the dealers' point of view
"workmanship" receives the highest score, closely followed by "material"
The least important pair, to the dealers, are "durability" and "functioning".
1. Wei n.tin of the quality factors:
Design= 0(6)+ 2(5)+ 10(4)+ 10(3)+ 8(2)+ 5(1)= 101






Part 4. Imported Furniture.
Eighteen dealers sell imported furniture, which accounted for one
quarter of their total sales in 1967. They informed me that the percentage
of imported furniture has been declining slowly during the last several
years. The imported furniture comes mainly from England, France, Denmark
and United States of America, Spain, Italy and Germany. Among them,
Denmark and United States are generally viewed as the leaders in modern
furniture, and France in traditional furniture.
Part 5. Advertising Practice.
Among the 35 dealers investigated, only 16 (45%) regularly or
periodically made advertisement. About 85 per cent of their annual
advertising expenditure, which is of negligible amount, is placed in news-
papers.
This practice is different from that of other trade on home durables,
such as automobile, electrical appliance, etc. This difference cannot be
explained without further research. However, based on the finding of the
household survey, most households buy furniture only when they have such
need which is usually for the replacement of old furniture. In other words
their purchase is not frequently stimulated by dealers' advertisement.
Thus the practice of these furniture dealers may be correct. More
effective ways to get in touch with the potential customers will be
suggested in Chapter V9 under the heading of Effect of Life-cycle Stage of
Family and Effect of Home Tenure.
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Part 6. Hire-Purchase Terns.
Out of the 35 dealers visited, only 14 offered hire-purchase terms.
For those who do not adopt this practice, difficulty to obtain the support
from banks is the main reason.
Sales made on these terms averaged 8 to 10 per cent of the total
sales of those 14 dealers before 1967. In that year this percentage
increased to about 20 per cent. This change may serve to reflect the
view of people against the economic and political instability. It is
reasonable to think that people prefer to keep cash in a riotous situation.
Hire-purchase terms in this case would encourage some households to buy
furniture.
Most of the 14 dealers offer hire-purchase terms as a special facility.
to their old customers. Thus, it is not a firm offer from time- to time to
all customers. Down payment ranges from 20 per cent to 33 per cent of
hire-purchase price. Number of installments is mostly of three types
6 months, 12 months, and 18 months. Interest rates charged to customers
for these three types are 6 per cent, 12 per cent, and 18 per cent
respectively if the contract goes through the bank. Really, the interest
rates receivable by the bank are 3.5 per cent, 6.5 per cent, and 9.5 per cent
respectively. The premium of 2.5 per cent, 5.5.per cent, and 8.5 per cent
goes to the dealer, and is received as compensation for the loss incurred in
case of default. When the customer fails to continue to make payment
according to the contract, furniture dealer usually takes back their
furniture whether it is in good condition or damaged. M-ien the defaulter
refuses to pay and to return the furniture, dealer may take a court action.
But this is rarely the case.
26
In some of these firms, hire-purchase is rarely used by high income
customers, apparently because they rarely need it. Therefore, we may say
that hire-purchase facility is not an effective incentive to customers of
high income class. To encourage people to replace their furniture more
frequently, we suggest trade-in method. As we have found in the household
survey, most purchases of furniture are made to replace the old. tinder
the trade-in scheme, households which have been thinking of buying new
furniture but are unwilling to give up their existing stock may be led to
the decision to replace.
Part 7. Customers.
These 35 dealers summarized the characteristics of their customers by
income class and residential area, as follows. (This Table was used as the
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Part 8. Effect of Disturbances of 1967.
The disturbances which started in May 1967 adversely affected most
of the dealers. Their sales in 1967 dropped by a significant amount.
This subject will be discussed more thoroughly in Chapter V.
Part 9. Sales Information.
Average percentage of sales by origin is shown in Table 17.
Table 17








Other than export trade, the local market is limited by a number of
factors which make large-scale production uneconomical. One of the more
important factors, which will be discussed in more detail later, is that
local buyers tend to have their furniture made according to their own
specification. This phenomenon is particularly true in the case of higher-
priced furniture. In the 35 dealers surveyed, one sells imported furniture
exclusively. In the case of the other 34 dealers, 55 per cent of their
sales are accounted for by custom-made furniture. This proportion has been
maintained for a number of years.
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Annual sales figures for the last five years as submitted by 31
dealers, are summarized in Table 18.
Table 18
Summary of Annual Sales







Only 14 among these 31 dealers provided monthly figures for the
three complete years, 1965, 1966, and 1967. These figures are summarized
and shown in Table 19.
Table 19

















The rest of this Chapter is directed to a discussion of the typical
pattern of variation on the retail trade of furniture, based on the
monthly sales figures for three years submitted by 14. dealers. But it
must be noticed that both. the sample size-- 14, and the number of years
-- 3, are not really sufficient to be certain of the representativeness
of the result. By the use of the Ratio-to-trend method, a seasonal
index is calculated in order to measure the pattern which is apparent
from Figure 1. The trend equation thus obtained is
y' =541.31-0.6658x.
(origin, June- July, 1966
x units, half month y, average
monthly sales in thousands of dollars.)
By this equation, trend value for each month of the three years is
calculated and shown as the dotted straight line in Figure 1. The downward
trend as observed is due to the decrease in annual sales of 1967.
Percentages of trend are obtained by dividing the original monthly data by
the trend value of the corresponding month. Percentages of trend are




This index asserts that typical January sales are 172.6 per cent of the
average month-- the arithmetic mean of the monthly sales for the year.
Typical June sales are 58.4 per cent those of the average month, typical
October sales are 111.4 per cent of those of the average month, and so on.
Apr. May. Jul. Aug. Sep. Nov.
Dec.














Figure 1. Monthly Sales of 14 Furniture Dealers, 1965- 1967
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One possible reason for this pattern is that consumers concentrate
their purchases- around Christmas, and the Chinese New Year. Another
reason is that marriages occur more often in the cool and cold season,




Objective of the Survey
The primary purpose of this survey was to discover some facts from
the demand side of the furniture market in Hong Kong. 'Specifically we
were interested in the possible relationships between furniture expenditure
on the one hand and the variables that influenced those expenditures on
the other.
General Approach
The dealer survey dealt with the higher class stores. The consumer
survey accordingly aimed at the purchasers of the furniture from this
class of store.
At first we planned to get our sample by mailing questionnaire.
But we were advised that this approach would only get a one per cent
response rate. In other words, in order to get 30 completed questionnaires,
for instance, at least 3,000 questionnaires must be sent. Even if this
were feasible, it would take considerable time to receive the responses.
An alternative way to do the survey is by personal visits. We were told
that this method could yield responses as high as 30 per cent. Under this
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approach, we planned to visit twelve households per day during the
eighteen days scheduled for the fieldwork. The sample size was thus
expected to be more or less than 64 (12 x 18 x 30%), which was twice as
big as the big sample according to Freund and Williams.1 With the
expectation to obtain generalizations as reliable as possible, we tried
to get as many respondents as we could. Further, proportional stratified
sampling method was used to distribute the households in our sample. For
easiness of calculation, the sample size was set at 60. The distribution
was made in accordance with the findings from the preceding survey about
the residential area of purchasers. with respect to the results tabulated




3(C) Peak, Repulse Bay
9(D) Waterloo Road Hill
6(E) Kowloon Tong
5(F) Ho Man Tin
4SG) Yau Yat Chuen
60Total
Accordingly, we follow the following procedure.
(1) Acknowledgement-- We sent letters to the selected households,
telling them that we planned to visit them at a certain time.
1. John E. Freund and Frank J. Williams, Modern Business Statistics,
Prentice-Hall, Inc., 1958, pp.233-237.
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If they found the time inconvenient, they were asked to
telephone me to arrange another time for the interview.
(2)Fieldwork-- Except for those who refused to co-operate, all
households were visited at the set time. An interview usually
took 20 minutes to finish.
The ues tionnaire (Appendix IV)
The questionnaire for this survey consists of 30 questions, classified
into$ parts, as listed below:
Part 1. About the Dwelling. Questions 1 to 6;
Part 2. Purchase of Furniture on Moving into the Present
Darelling. Questions 7 to 9
Part 3. Their Attitude toward Quality of Furniture, Service of
Dealer, and Hire-purchase Terms. Questions 10 to 15
Purchase Behavior. Questions 16 to 19Part 4.
Family Decision Maker. Questions 20 to 23Part S.
Reference Group. Questions 24 to 27Part 6.
Value of Furniture in Home. Question 28Part 7.
Financial Information. Questions 29 and 30.Part S.
Eighty per cent of the households refused to answer the questions of
the last part. Therefore no generalization can be made. Value of
furniture has been chosen for comparison instead of time series data, e. g.,
annual expenditure in furniture, because it would seem very difficult, if
not impossible, to obtain such information from households which usually
do not keep.records of their expenditures.
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Result of the Fieldwork
The fieldwork lasted for twenty days in which approximately 11
families were visited per day. The general results were close to what
was predicted. The aggregate rate of answer is 29 per cent. The
summarized result is shown in Table 20.
Table 20
Result of the Fieldwork -- Household Survey
KowloonHong Kong
Total










Note: Calculation of "Rate of Answer1": (2)
Capital Letters in the Table refer to the areas
tabulated in page 33.
Findings
Part 1. About the Dwellings.
Among the 62 households who answered this part, thirty-eight own
the flats in which they live the other 24 rent their flats. Purchase
price and rent paid for these 62 flats are simnarized in Table 21.
weTo characterize the relationship between "ownersl" and "renters", e







Purchase Price and Rent of Dwellings
62 Households
NumberNumber
Rental of Flatsof FlatsPurchase Price







the median monthly rental by 125.1 The purchase price computed for
$401-$600 group is $62,500 for $601-$800 group, $87,500 for $801-$1,001
group, $112,500 and for $1,001--$1,200 group, $137,500. The average
purchase price per renter flat is near $79,000, about 90 per cent of
$85,000, average purchase price per owner flat. The difference is not
significant enough for us to conclude that owner-households are wealthier
than the renter-f amilies'.
The year when these 62 households moved into their present accommoda-
tions is summarized in Table 22.
All the families visited moved in their present dwellings during the
1. Annual Departmental Reports,- 1966°67, Comissioner of Rating and
Valuation, Hong Kong Government, p.16.
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Table 22












last eight years. Eighteen (29 0) of them moved in in 1965, and fifteen
(24%) in 1966. Together with the numbers for 1964 and 1967, 50 households
(80%) of 62 moved during the last four years. This trend is similar to
that described by the Rating and Valuation Department.1
We classified the accommodations of these households by the method
used by the Hong Kong Government's Rating and Valuation Department.
"Small flats are defined as independent premises properly partitioned as
living rooms and bedrooms with separate kitchen and bedroom, having an
effective area of not more than 650 'square feet". "Medium flats" are
1. Annual Departmental. Reports, l966-67, Corrunissloner of Rating and
Valuation, Hong Kong Government, Table XIII.
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defined the same as for "small flats", except that they have an effective
area from 651 square feet to 1,000 square feet. "Large flats" are those
having an effective area of more than 1,000 square feet.1 Effective
area is the usable internal area of the premises, excluding parts
occupied as kitchen, lavatories , bathrooms , open balconies , servants'







We see that 38 families (61%) live in large flats, and 20 (33%)
live in medium flats. Compared with the statistics collected by the
Rating and Valuation Department, we may say that our respondents are
relatively higher income families.2
Type and number of rooms within these 62 accommodation units are
shown in Table 23.
These households typically have one dining room and one sitting
room, which are generally not distinctively separated, and three bed rooms.
Rooms for other purposes are not common.
1. Annual Departmental Reports, 1966-67, Commissioner' of Rating and
Valuation, Hong Kong Government, p.v.
2. Annual Departmental Reports, 1966-67, Commissioner of Rating and















r1le coii non reasons for these households to move into the present
dwellings are for better living quarters and for traffic convenience.
knong the less frequent causes, six households said that they moved l in
because of getting married and that they bought a good deal of furniture
at that time.
Part 2. Purchase of Furniture on Moving into the Present Dwellings.
Fifty-nine households indicated that they bought furniture when they
moved into their present accommodation. The amount they spent at that
time varied over a wide range, from $1,000 to $100,000. The total
expenditure of this type for furniture was $648,000, or an average of
$11,000 per family.
Items they bought were almost all for use in dining room, sitting
room, and bed rooms. Typical items for a dining room are a table, eight
chairs, and a sideboard for a sitting room, a sofa set, normally of three
pieces (with or without an end table and/or a coffee table) for bed room,
bed set, including mattress, box spring, and head board, bedside table (s)
wardrobe dresser, chest of drawers, and a dressing stool.
Part 3. Their Attitude Toward Quality of Furniture, Service of Dealers,
and Hire-purchase Terms.
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They were asked to rank eight factors concerning furniture from
most important to least important by A, B9..., H.. Their answers are
summarized in Table 24 (next page). Weighting method used in Part 3 of
Chapter 2 (page 23) is again used here.
Functioning and durability receive the highest scores. In
other words, these 62 households, as a whole, tend to pay much more
attention to these two factors than to the others when they plan to make
purchase. This point indicates that these households make purchase
primarily for practical purposes. Compared with the finding in Part 3
of the previous survey, we see how the attitude of consumers differs from
the dealers. Grading by two groups of the six factors common to both
surveys, (excluding price and local made/imported added in the second










It is obvious from the above Table that dealers and households view
these factors quite 'differently. On the one hand, dealers consider
workmanship and material the most important factors, which from the
standpoint of consumers, are less important elements. On the other hand,
the least important factors in the.eyes of dealers durability and
functioning, are regarded as the most important by the customers we
Table 24
crainc of Essential Elements of Furniture
by Households








a 52370249 190 60Material
61928 161675532Price
30 3210224 14172 3Workmanship
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talked to. Apparently, a typical buyer finds it difficult to tell the
quality of workmanship. What he is actually aware of is the. service-
ability of the furniture, e.g. its comfort. Other factors, such as
fashion and design of the furniture, seem to reflect the personal
preference and relevant requirement of individual household. Indeed,
only the buyers who have such knowledge and interest can-tell what their
favorite fashion is and what kind of design suits their requirements.
For example, buyers who usually read furniture magazines may be consider-
ed of this group. Among the 62 households investigated, only 13 (21%)
read furniture magazines. On the average, these 13 respondents put
fashion and design in higher ranks than the others.
However, the difference in attitude between dealers and customers
is obvious. We cannot say that some dealers have lost some .business for
this difference. Yet, it is certain that the customer with-the intention
to buy functional and durable furniture can hardly be satisfied when he is
approached by furniture characterized by other qualities. Therefore, we
would suggest that dealers should avoid to think that every customer wants
to buy furniture of excellent workmanship or good material. In their ad-
vertisement, they should not only emphasize these qualities, but also dur-
ability and functioning. Furthermore, they may start making furniture which
is not only good looking but also really durable and comfortable.
Forty-seven respondents (75%) expressed that the. service of fur-
niture dealers, such as delivery service and repair service, is important.
With respect to hire-purchase. terms offered by. dealers, one
third of the interviewees thought that it is an attraction. Yet, only
four among.all households had ever bought anything on this basis. This
finding is consistent with the.reports from the dealers. Since these
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households enj oy relatively high incomes, they apparently do not need
financing. Apart from this, this attitude may be a result of the fear
that to make purchase on such basis would hurt the fame of the
families, particularly true of the wealthy families.
Part 4. Purchase Behavior.
The first finding under this heading is that 59 of the 62 house-
holds do not visit furniture shops unless they have the intention to buy.
Compared with the typical behavior in buying clothing, the difference is
quite obvious. The frequent shopping at department stores and dress
stores is not always with intention to buy. Yet, impulse buying made in
such visits is not negligible. We wonder whether or not this practice
can appear in furniture trade.
The second finding is that when they want to buy furniture, they
do not necessarily go back to where they made their last purchase.
Forty-five (72%) households expressed this opinion. They would, in most
cases, visit a number of shops before they made a decision as to where to
buy. By contrast, those who are typically consumers of luxurious
furniture, always buy at the same place. They buy there because, on the
one hand, they are sure of the quality of the furniture, and of the
prestige.
As mentioned earlier, most of these households buy furniture
primarily for practical use, and pay less attention to such aspects as
fashion and design. Consistent with this attitude are their negative
answers to the question of whether or not they regularly replace their
furniture. They explain that they do not like to waste money to replace
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furniture which is not too old and can still be used for some time.
A small number of households do, of course, replace their furniture
every three or four years. Evidenced by the value of their accommodation
and the stock value of furniture, they are the wealthier households.
Further inquiry reveals that they most frequently buy to replace
furniture which is too old to be repainted or repaired. In addition,
they would certainly buy when their furniture is damaged beyond repair,
or when they have additional needs. Finally, a few buy to replace
furniture which is out of fashion. They are the wealthier households
mentioned in the preceding paragraph.
Part S. Family Decision Maker
The decision to buy furniture is mostly made by the bread winner
of the family. Bread winners are generally male, either the father or
the eldest son when the father is dead or not present. The average ages
for these two kinds of decision makers are 50.4 and 31 years respectively.
The average family size of the former is usually larger than the latter.
In younger families, the decisions are usually made by both the man and
his wife. In the families without a grown man, this role is often taken
by the mother. In short, the decision maker is usually the bread winner.
Family sizes of the 62 households are s narized in Table 26.
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Table 26.














Part 6. Reference Group.
Twenty-seven households said that they usually held some sort o±
informal parties. Their guests generally. do not comment on their
furniture. When they do, they usually express praise.
Part 7. Value of Furniture in Home.
Total stock value of furniture (at purchase price) of the 62
households amounted to $1,083,200.' The average value per household is
about. $17,450. This average can be compared with the finding in Part 2
of Chapter II. Let us assume that a typical accommodation unit for a
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family contains one dining room, one sitting room and three bed rooms.
The average price of the furniture for these three types of room is
$2,500, $3,000, and $3,000 respectively (see Table 14). Therefore,
excluding the value for some small items, the value of furniture for
such a household should be $14,500. Compared with $17,450, there is a
difference of approximately three thousand dollars. This may indicate
that the households in our sample, on the average, are consumers of





Between Residential Construction Activities
and the Demand for Household Furniture
in Hong Kong
In this Chapter, we attempt to test the relationship of the
furniture market to residential construction activities. The proposition
is that as more new accommodations are completed, more households move
into new dwellings. In the process, they buy new furniture. The latter
part of the proposition is supported to some extent by the results of
our household survey.
On this point, Szezepanik has remarked:
The impact of Hong Kong's housing boom on the manufacture of
wood and rattan furniture and fixtures was pronounced. 1
Unfortunately, due to the lack of data, no thorough analysis was made
in his book.
Simple statistical analysis is attempted here by the use of the
published data and the findings of our furniture dealer survey.
In the first place,* the number of accommodation units completed
and occupied during the same year should serve as a good variable in
1. Edward Szezepanik, The Economic Growth of Hong Kong,
Oxford University Press, 1958, p.97.
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relation to the sales of furniture in the same period. That is to say,
when the number of newly-completed accommodation units occupied exceeds
the number in the previous year, furniture sales should increase, and
vice-versa. The analysis uses two series of figures: annual sales of
furniture, from 1963 to 1967, obtained from 31 dealers, and shown in
Table 18 and the number of new dwelling units occupied in approximately
the same period, as shown in-Table .2 7. These two sets of data are
plotted in Figure 2.
Table 27
Number of Accommodation Units Completed
and Occupied in the Same year
Hong Kona, 196263 to 1966-67
Number of Accommodation






Source: Annual Departmental Reports, 1966-67, Commissioner of
Rating and Valuation 9 Hong Kong Government, pp. 5 7, 70- 71.
The coefficient of correlation (r) thus calculated. is 0.52.
By this, we may say that about 27 per cent (r2 x 100) of the sales of
furniture in those five years is positively affected by the removal of
households. The correlation between these two variables is low. However,
from Figure 2, it can be seen that the year 1965-66 is freakish. One
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Figure 2. Correlation between Number of Accommodation (Thousand)
Units Completed and Occupied and Furniture Sales.
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completed and occupied is that there was a large number of households
moved in new dwelling units not completed in 1965-66, e. g., completed in
1964-65, or even in 1963-64. However, after omitting this year from the
analysis, the coefficient of correlation thus obtained rises up to 0.93.
Then, the two variables become highly correlated.
Taking another approach to find the relationship between
residential construction activities and the demand for household
furniture, data of Table 18 is again used to compare with the cost of
new residential building from 1962-63 to 1966°67, shown in Table 3.
These two sets of data are plotted in Figure-3. The coefficient of
correlation obtained is '0.77. The result, compared with 0.52, giving
higher correlation, states that about 59 per cent of the change in
furniture sales in those years is due to the variation of residential
construction activities. Again in Figure 3, the point for 1966-67 looks
freakish. Due to the disturbance occurred in May 1967, sales of
furniture decreased at a greater percentage than the cost of new building
work. Excluding this year from our analysis, the correlation coefficient
thus calculated is 0.96.
These statistical findings need- to be interpreted carefully. For
one thing, the data on annual sales represent merely a portion of the
whole furniture market, while the other data cover the whole Colony.
For another' thing, the financial year used by the Hong Kong Government
(April 1 to March 31) is different from the calendar year on which the
annual sales of furniture are based. Therefore, there is a nine-month
difference between the data, e.g., for 1966-67 and for 1967. However,



















(Million s)Figure 3. Correlation between Cost of New Building Work
of Accommodation and Furniture Sales.
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time after the completion of the residential building. Allowing
time for inspection of the new building by the Public Works Department,
issue of occupation permit, and the furnishing of the accommodation
by the occupier, the time difference is not as serious as might appear
at first.
Apart from any bias in the nature of the data, it should be
emphasized also that the positive correlations just found may just be
coincidence., since the time period under consideration is not long
enough to give confidence in the results. Further, among the five
years studied, 1965 and 1967 are regarded as abnormal years. The
banking crisis in 1965 and the disturbances in 1967 make them
unrepresentative for this type of analysis.
The demand for household furniture is also affected by a number
of other variables, which will be dealt with in next Chapter. We can
conclude, however, that there is some positive correlation between
residential construction activities and the demand for household
furniture, The precise nature of their relationship cannot be determined,




the Demand for Furniture
In J.A. Carman's research on this subject, sixteen characteristics
of spending units thought to affect the demand for durable home furniture
were tested. Those characteristics were (1) life-cycle, (2) disposable
personal income, (3) installment debt, (4) housing status, (5) tenure,
(6) size of place, (7) region, (8) alternate life-cycle 1, (9) alternate
life-cycle 2, (10) size of spending unit, (11) house value, (12) race,
(13) total liquid assets, (14) 1958 income, (15) education, and
(16) occupation. Only five of them, from (1) to (5), proved to be
statistically significant.1
The following discussion dealing with various factors relies on
his findings from time to time. Comparison with Hong Kong conditions
is made where possible, though such comparison is by no means appropriate
at all times due to the difference in region, taste of people, and, most
of all, the approach t aicen.
1. J. A. Carman, Research Program in Marketing, Graduate School of
Business Administration, University of California, Berkeley,
Studies in the Demand for Consumer Household Equipment, Special
Publications of the Institute of Business and Economic Research,
University of California, Berkeley, 1965.
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Effect of Life-cycle Stage of Family
For this characteristic, Carman states,
The life-cycle stage of the spending unit was the most important
predictor found in this study. It should be noted, however, that a
great part of income may be masked by the use of expenditure percentage
of income.... The coefficients show that newly married couples are the
big purchasers of furniture. Young families with children rank a
distant second. 'The percentage of income married couples spend on
furniture continues to decline with age.... These coefficients are
exactly what would be expected on the basis of informal observation."
It is impossible to draw generalization upon this characteristic
from our household survey. However, a note can be put on the effect of
marriage.- In the 62 families visited, six are newly married couples.
At the time of marriage,' they moved into new accommodations and spent
quite some money in furniture. Their average expenditure was $15,000,
compared with $10,500, average of the 53 households (not newly married)
who bought furniture when they moved in their present dwellings. The
comparison shows that, on the average, newly married couples spend
nearly one and half times as much as the old married couples. The
explanation for this difference is that new married couples usually buy
complete set of furniture for their new home, while the others do not.
From the view point of furniture dealers, it may seem worthwhile to give
more attention to the buyers of the former group by, perhaps, keeping
contact with the Marriage Registry. Sales approach. may be started as
soon as they obtain the names and addresses of the daily registered-
couples. Judging from Table 28,. it may be concluded that furniture sales
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Table 28
Number of Marriages Registered
in the Marr i age Regis try o f Hong Kong












Source: Annual Departmental Reports, 1966-67,
Registrar General, Hong Kong Government,
Table XXVII
will go up, in accordance with the number of marriages registered in
last ten years, other things being equal.
Effect of Income, Disposable Income
Carman makes the following remark:
"Disposable current personal money income is a significant
predictor despite the use of the ratio form of the dependent variables....
The Mean expenditure for furniture for all spending units is 1.22 per cent
of disposable personal income.
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Apart from disposable income, the relationship between total
expenditure and expenditure on furniture is found in The I Ions eho ld
Expenditure Survey to be 0.4 per cent. Generally, this percentage is
higher in those families whose expenditure is greater. For example, the
percentage is as high as l.7 per cent in the households whose monthly
expenditure is between $2,000 and $3,999.1
Unfortunately, no usable information could be obtained from our
household survey. However, it is certain that higher income households
tend to spend more money on furniture. Dealers should know who their
potential customers are, i. e., which income class they aim at. Appropriate
marketing policy can then be determined. 'Further, with the information of
distribution of household income or expenditure, the dealers are able to
make their forecasts more reliable.
Effect of Housing Status.
Carman notes the following comments:
"Lousing status-- ownership or rental of a home-- is a significant
predictor of the percentage of income spent for furniture... With other
factors held constant, owners of mortgage-free homes spend the largest
percentage of income on furniture. Owners of mortgaged homes rank second.
Third are the primary renters, followed by unrelated spending units rooming
with a primary family. Related secondary spending units rank lowest...'?"
The Household Expenditure Survey, 1963-64, prepared by the Stat-stics1.
Branch of Commerce and Industry Department, Hong Kong Government, 1965,
Table 16.
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In our second survey, thirty-eight households owned their
accommodations while the other 24 rented. 'There is considerable difference
in the relationship between their housing status and their stock value
of furniture. The comparison is shown in Table 29. Owner households tend
Table 29







to have spent more on furniture than the renter group.
Effect of Hire-purchase Facility
Carman remarks the following related aspect:
Installment debt in this study is probably a result of furniture
expenditure and not a cause.... Of the 5 39 respondents who purchased
furniture during 1959, 254 (47%) made their purchases on credit.
On the one hand, there is reason to believe that more precise
analysis would show a correlation between installment debt and furniture
purchases after removing the effect of other predictors... in short, the
predictor says that people who have incurred installment debt in the past
are willing to incur more in order to buy furniture, whereas spending units
unwilling to incur debt in the past are seldom willing to change their
policy for this purpose.
No direct information is obtained from our second survey. What can
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be said here is something about the hire-purchase which has already been
mentioned in Chapter III
Effect of Home Tenure
Carman notes:
"The fifth. predictor of the percentage of income spent for furniture
is home tenure the number of years the spending unit has lived in its
present house... Other things being equal, spending units who moved into
new houses in the survey purchased 1.7 times. as much furniture as the
average... The expenditure percentage then falls to the class of
spending units who have lived in their present house three or four years,
This class and classes living in their present house even longer than four
years show an increased percentage of income going for furniture. This
behavior probably can be explained largely by increasing replacement needs...
Although an attermpt has been made by us to measure the effect of this
characteristic, no conclusion can be made due to the limited information.
Yet, it is safe to say that the average annual expenditure of the house-
holds in their removals into new accommodation is more than the annual
average of those who have not changed their dwelling place during the same
year.
Thus, it may be beneficial to furniture dealers to watch the completion
of new residential buildings. They may then approach the households who
are going to move into those buildings. Furthermore, the dealers may remind
these households to replace their old furniture periodically, e.g., every
three or four years.
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Effect of Accomanodation Space
Size of accommodation of the 62 households is classified into three
groups as described in Part 1 of Chapter III. The average stock value
of furniture for each of these three groups is shown in Table 30. From
Table 30








the comparison of these three .averages, it can be recognised that there
is considerable difference lying among them, despite the unequal number of
households in each group. The average value for small flat is about
70 per cent of medium flat and 50 per cent of large flats, while medium is
about 70 per cent of large flats. To look at it- from another point, the
averages of both the small flat and medium are lower than the aggregate
aver age, while the average of large flat-exceeds the aggregate aver age.
Therefore, it is quite obvious that expenditures in furniture are in
proportion to accommodation size. *But it must be noticed that the low
value of small flats does not necessarily mean that their furniture is
cheaper. All we can say is that they' buy less in quantity due to the less
space available for the displaying of furniture.
By this relationship, assuming the same purchase behavior for households
living in large and small flats, it may be predicted that the households
living in bigger accommodation units will spend more money in furniture than
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the smaller in the long-run future.
Effect of Family Size
The distribution of family size, shown in Table 26, is clustered
into 3 groups, i.e., households having 2 to 4 persons, 5 to 7 persons, and
8 to 10 persons. The average stock value of furniture for these three
groups are presented in Table 31.
Tab le 31








Judging from the three averages calculated, it can only be said that
there is no difference among them. And thus, their expenditure in the
future cannot be predicted. Carman also finds this characteristic not
significant in his research..
Effect of Social Activeness
With reference to the finding in Part 6 of Chapter III, those house-
holds which usually hold parties are put in the active group, and the rest
in inactive group. The average stock value of furniture for each. of them
is shown in Table 32. The average for active group is greater than the
aggregate average by about $2,000 which in turn exceeds the average for
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Table 32







inactive group for about $1,000. Looking at the two averages themselves,
the average for inactive group is about 85 per cent of the other group-
It may be said that whether or not the household is socially active has
some influence on the consumption of furniture. Judging by common sense,
active families may tend to spend more money in furniture either because
they buy better quality, or because they replace .their furniture in
shorter periods.
Effect of Political Instability
The above discussion is concerned chiefly with the customers. Under
the present heading, information is from suppliers. The general image of
dealers has been pointed out in Part 8 of Chapter II. Here, analysis is
made on the monthly sales figures from 1965 to 1967 provided by 14 dealers.
These figures are separately plotted in Figure 4. All these three years
are divided into two periods. The first period includes months from
January to April, inclusive, and the second includes months from May to
December. Sales for each of these two periods in the three years, together
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Looking at Column A of the Rate of Change, it can be seen that the
sales of 1966 exceeds 1965 by 7.2%. But when the sales are divided into
two periods, the changes diverge Turning to Column B, (1966 and 1967),
the total decrease is 8 per cent, with the first period showing a slight
increase (2%), and the second period a substantial drop of 15 per cent.
This noticeable change, whi.d-i has made 1967 a poor year, may be explained
as the effect of the disturbances wwrhich began in May 1967, and did not die
out completely until December. Indeed, the decrease might have been
greater, had these shops not carried out vigorous sales promotion policies
-- cutting prices, making the terms of payment more generous in sales on
credit, etc.
In short, the expenditure in durables, particularly furniture, is-
generally affected by political instability. By definition, a durable good
lasts a long time, and its purchase can almost always be postponed, without
serious effect on the consumers.
As pointed out earlier, it is impossible to examine the effect of one
variable while holding other determinants constant. Therefore, the above
discussion for each separate factor is by no means valuable, if the other







Housing status and acco mnnodati.on space are related to income in most
cases, and social activeness, in the usual sense, is more or less affected




The construction industry has been growing ever since the War, and
reached its highest peak some two years ago. The development of
residential construction activities in the private- sector is particularly
noticeable. That 83 per cent of local accommodation is in new buildings
indicates that the growth of this industry has reached its peak and it
may well be that it will start to decline, even without undesireable
external force.
The furniture industry has also been growing considerably in the
last decade. But this development is attributed partly to the increase
in export trade and the cultivating of foreign markets. Similar to this
trend imported furniture retained for local consumption has also increased,
except in 1967. One noticeable fact is that since 1964 at least half of the
market (in terms of dollar volume) for imported furniture has been captured
by Mainland China. Furniture from China is typically lower priced than
that from other sources, which has made her the major supplier of this
class of furniture. The fact that a large portion of Hong Kong families
have relatively low income explains why furniture from China enjoys such a
large local market. For higher class furniture, customers tend to prefer
custom made furniture, due mainly to the fact the price for custom-made
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and for ready-made is usually the same. Furthermore, the specific
requirements of individual households as a result of unstandardized form
of accommodation space stimulates the demand for custom-made furniture.
By this token, it may be predicted that the local preference in custom-
made furniture will continue as long as- there is no change in the described
situation. In addition, the dealers selling high class imported furniture
will not be able to enlarge their market share substantially under the
present circumstances.
The seasonal variation in the retail trade of furniture is quite
marked. Typically, local consumption on furniture reaches its highest
level in the cold season, particularly at times near big holidays of
the year.
In order to find, some information on the demand for furniture in
Hong Kong, we conducted two surveys. The samples for the two surveys were
selected from those furniture dealers and consumption units who are the
suppliers and demanders of higher-priced furniture. The results therefore
do not represent the entire market for furniture in the Colony, even if
the findings of the surveys are accepted as accurate. The market for
'higher-priced furniture is animportant market in its own right.
Furthermore we could expect greater oooperation from both dealers and
customers in this area. The sample sizes set for the first and second
survey were thirty and sixty respectively.' Thes e sample sizes may be
regarded big enough to permit valid generalizations. The questionnaires
have been designed to obtain general answers. 'A few specific questions
were asked only when it is necessary.. The questions were mostly simple
ones designed to assist the respondents to give definite answers more
easily. The questionnaire used in the dealers survey was pretested, but
not the one used in the customer survey.
The general results of the fieldwork were satisfactory. In the
furniture dealer survey, we received good answers, except with respect to
sales. Many dealers lack good sales records.
In the customer survey, we also received good answers, except with
respect to income. Unfortunately, this is probably one of the most
important determinants of consumer demand. 'But we could get no direct
useable data from our respondents. We did get indirect data, however,
such as rent paid, purchase price of the dwelling, amount invested in
furniture, etc.
Three sets of data were used in our analysis of the correlation between
residential construction activities and the demand for household furniture.
Two of them dealt with construction, and one with furniture.' The two
coefficients of correlation were positive. If this finding is valid, then,
i t may be predicted that furniture demand in the coming years would decline
too, unless offset by the effects of other determinants. 'However, it is
worthwhile for the furniture dealers to watch the trend of construction
activities, particularly that of residential building work.
Another external force found affecting the demand for furniture is
the state of political stability. Since furniture is a kind of durable good,
the purchase of new furniture is not always for urgent needs. 'In other
words, its purchase may be postponed for some time until political stability
appears again.
For the characteristics adherent to consumption units themselves,
some have been found in relation to the households' investment in furniture.
Under the effect of life-cycle stage of family, newly married couples tend
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to spend more than "old" married couples. From indirect information, we
find that higher income families spend more in furniture than lower income
households. Households living in owned c ,rellings spend more than those
living in rented. Spending units who have newly moved their homes
spend more than those who have lived in their present house for some
years. These characteristics have also been proved valid determinants
of furniture consumption in previous studies. In addition, households
living in large accommodation units tend to invest more money in
furniture than spending units living in small swellings. Finally, socially
active families seem' to be more aware about their furniture and con-
sequently spend more in it. The effect of family size and hire-purchase
facility offered by furniture dealers is not significant.,
In conclusion, the demand for household furniture is affected by a
number of factors which may be external forces or internal characteristics
of the spending units themselves. Some of these factors are closely
interrelated. Most consumption in furniture is the combined effect of
these factors. We are more certain to say that newly married couples of
higher income, living in large, owned dwellings spend more money in
furniture than old married couples of lower income, living -in smaller,
rented dwellings.
With respect to recommendations to furniture dealers, we conclude,
in the first place, that the future for imported higher-class furniture is
not too bright. Dealers and manufacturers should start designing furniture
which suits the requirements of local consumers. Costs of manufacturing
may be reduced when such design is suitable for large-scale production.
Secondly, other than advertisement in newspapers, we suggest an
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alternative approach to get in touch with. customers-- to send invitations
to newly married couples and to families who are going to move into new
dwellings, and to remind their old customers to replace their old furniture
periodically, e.g., every three or four years.
Thirdly, in addition to the hire-purchase terms offered to consumers,
we suggest trade-in method to encourage replacement needs.
Finally, dealers should notice the' attitude of customers toward the
qualities of furniture. In their eyes functioning and durability are
most important elements. Thus, we suggest that dealers should be able to




The Lingnan Institute of Business
Administration
The Chinese University of Hong Kong
Inter-University Hall
SHATIN. N.T., HONG KONG.
Dear Sir,
The second-year students in this Institute are required to-write a
thesis so as to qualify them for the degree of Master of Commerce.
Mr. Chan Tai-fana special interest in the marketing problems of household furniture. He
has selected. the topic Some Aspects of the Demand for Furniture". In
order to know more about the furniture side, Mr. Chan wishes to ask for
your advice and some information you may be able to supply. We should
appreciate it if you would be kind enough to give Mr. Chan the opportunity
of meeting you for a discussion. If you are willing to co-operate on this










1. Mhen did you begin to engage in the sales of furniture?
Year
F.K.2. How many showrooms do you operate?
Kin.
Total
sq. ft.3. How is the total area of your showroom?
salesmen.4. How many salesmen do you hire?







1. -,at are the average -a-rice and price range for each of these items?










8.Please rank the following quality factors of furniture with







9.Do you sell imported furniture? Yes No
10.If yes,what percentage of total sales is of imported furniture for
the following years?
1967 1966 1965
11.From which countries do you import furniture?
Mostly Next Next
12.Which country is the fashion leader in furniture?
a. b. c.





14.What is your general opinion on imported furniture?
15.Do you advertise furniture? Yes
No
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No18. Do you sell on hire-purchase terms? Yes




20. How have your customers reacted to it?
21. hat percentage of total sales is made on these terms last year?
22. Furniture sold on this terms is mainly
Price









24. Had the disturbance last year affected your business?
NoYes
or
25. Compared with 1966, your sales increased
decreased
26. How would you explain the result?
27. Can you tell the sales distribution among the following catagoriesf
Imported furniture
Local-made furniture
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The Lingnan Institute of Business
Administration
The Chinese University of Hong Kong
Inter-University Hall
SIAATIN. N.T, HONG KONG,
Dear Sir /Madam,
The second-year students in this Institute are required to write a thesis
so as to qualify them for the degree of Master of Co nerce. Mk. Chan Tai-fan
,one of the students in this class has a special interest in
the demand for household furniture in the Colony. In order to know more
about this subject, Mr. Chan wishes to obtain some information you may be
able to supply. We should appreciate it if you would be kind enough to give
W. Chan the opportunity of meeting you for a half-hour discussion. Mr. clan
would like to call on you on
is not a convenient time, please phone him at H-455861. We sincerely hope










Own1. You own or rent this accommodation unit?
Rent
2. The price of this flat is$
The monthly rental for this flat is $
3. When did you move in this.flat? Year
sq.ft.4. Can you tell the effective area of this flat?






6. You moved in this flat because
No7. Did you buy furniture when you moved in? Yes
in firmiture.8. If yes, you spent approximately









No10. Do you read furniture magazines? Yes
11. Please rank the following f actors from what you think the most







12. Is service an important consideration when you choose a particular
Nofurniture shop to make purchase? Yes
13. Have you ever made purchase on hire-purchase terms?
NoYes
No14. Are hire-purchase terms attractive? Yes
15. Do you always buy your furniture at the same shop?
NoYes
No16. Do you visit furniture shops frequently? Yes
No17. Do you replace your old furniture regularly? Yes
18. If yes, how soon generally
mostly on items like
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Appendix IV (cont' d)
19. You buy furniture usually because
the stock is damaged beyond repair
the stock is too old
the stock is out of fashion
of additional requirements
other reasons
20. I-low many iersons live in this flat, excluding the servant?
persons
No21. Are they all the family members? Yes
22. Who makes the decision to purchase furniture?
(status in the family)
years old23. How old is/are he/she/they?
years old
No24. Do you have guests frequently? Yes
No25. Have they made comments on your furniture? Yes_
26. If they have, what is that usually?
27. How have you reacted to it?
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29. Your annual income is
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